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REPORT OF THE PRESIDENT 


Chicago, Illinois 
June 20, 1936 

TO THE STOCKHOLDERS: 

During 1935 substantial progress was made in increasing the revenues of your Company, in reducing ex* 
penses, in decreasing the net loss resulting from operation for the year, and in improving the position of the 
Company in the field of air transportation. 

Result of Operation 

Operations for the year of 1935 resulted in a loss of $748,369.95, after providing $1,118,093.21 for de' 
predation and obsolescence, as compared with a net loss of $2,313,678.00 for the year of 1934, with a provision 
for depreciation and obsolescence in 1934 of $1,034,317.00. In all comparisons between operations of 1935 and 
preceding years contained in this and succeeding paragraphs, the figures for the portion of 1934 prior to May 
13th of that year, the date of the commencement of the service by this Company, as well as the figures tor 

1933, are taken from the records of the Company's predecessor, American Airways, Inc. 

Passengers Transported 

Paid passenger miles flown by your Company during the year of 1935 showed an increase of 103.8% 
over 1934. The increase for the entire air transport industry for the same period was approximately 67%. 

During the year of 1935 a total of 176,005 paid passengers were transported by American Airlines, Inc., 
nearly oneTourth of the total number transported by all air lines in the industry. 

Air Express 

Revenue from the transportation of air express for the year of 1935 showed an increase of 47.7% over 

1934. Figures now available indicate a constantly favorable trend for the year of 1936. 

Air Mail Transported 

Constant improvement during the year in the frequency and speed of the schedules offered by your Com' 
pany resulted in a material increase in the volume of air mail transported. The average load of air mail trans' 
ported per airplane mile for the year of 1935 was 47.6% greater than for the year of 1934. 

Trend of Revenues 

You will be interested in knowing that the relationship of the revenue derived from the transportation of 
passengers as compared with the total revenue is consistently improving: 

1935 


Passenger Revenue 
Air Mail Revenue 


$3,661,299.80 

1,999,246.12 


1934 

$1,845,527.00 

1,388,856.00 


1933 

$1,884,081.00 

4,727,604.00 


Reduction in Operating Expense 

Operating costs per mile for 1935 were substantially lower than for 1934 in spite of the constant upward 
trend of costs in industry. Operating costs per mile, before providing for depreciation and obsolescence, were 
$.499 for 1935 as compared with $.565 for 1934. 


Reduction in Administrative Expenses 

Total General and Administrative Expenses for the year of 1935 were $275,672.87, a reduction of $82,485.00 
from the amount expended for the year of 1934. This net reduction was accomplished in spite of a net in' 
crease in the flying activities of the company to 10,902,075 miles, as compared with 8,143,362 miles for the year 
of 1934. 

Financial Position 

With this report there is sent to you a Balance Sheet showing the financial position of the Company as of 
December 31, 1935. Net cash realized during the year from operation was, during the year, reinvested in 
flying and other equipment needed for the operation of the Company. 

Additional flying equipment will be needed during 1936 for the replacement of obsolete equipment and to 
provide additional equipment needed for the operation of other schedules required by increasing passenger and 
express business. To supply this demand, your Company has contracted to purchase 20 new Douglas air' 
planes equipped with automatic pilots, at an aggregate cost of approximately $2,000 000. One of these airplanes 
has already been delivered and is receiving its final tests, and delivery of the balance is expected during the 
next four months' period. This new equipment consists of 21'passenger day airplanes and 14'passenger sleeper 
airplanes, and will enable this Company, during the balance of 1936, to furnish to its passengers a superior 
service, and it is believed will place American Airlines, Inc. in a most favorable competitive position. 









To finance in part its purchase of this new equipment, American Airlines, Inc. is negotiating the sale of 
equipment trust certificates payable in 48 equal monthly payments, with interest at the rate of 5% per annum. 
The balance of the additional cash required will be supplied by a new loan in the amount of $3,650,000, to be 
underwritten by The Aviation Corporation, in the form of 5*year 4]/2% debentures, of which $872,187.50 prin' 
cipal amount are to be nonconvertible and the balance of $2,777,812.50 principal amount are at the option of 
the holders to be convertible at any time prior to the fixed maturity of said debentures into this corporation’s 
authorized and unissued capital stock, consisting of 222,225 shares, at a price of $12.50 per share. The pro* 
ceeds of this loan, which The Aviation Corporation will purchase at par,: will be used to retire the present 
indebtedness of this Company to The Aviation Corporation, amounting to $3,401,322.59, including accrued in* 
terest to May 31, 1936, and will provide additional cash to the corporation in the amount of $248,677.41, less 
such expenses as may be incurred in registering said debenture issue and stock of the Company under the Secure 
ties Act of 1933 and the Securities and Exchange Act of 1934 and listing the same on one of the national stock 
e ^ c “ an 8 es > which expenses this Company has agreed to pay. If all of said convertible debentures are converted, 
the corporation will be provided with $2,777,812.50 permanent additional capital, and its financial set*up will be 
thereby greatly improved through the elimination of most of the indebtedness contracted when the operating 
assets were taken over from the predecessor company, American Airways, Inc. The Aviation Corporation has 
agreed that if it acquires from the Company the debentures referred to, it will set aside $200,000 principal 
amount of said convertible debentures for sale on an installment basis to officers, directors and employees of 
American Airlines, ^Inc. in accordance with a plan of allotment to be based in part upon merit and service and part 
upon the employee’s compensation and ability to pay, which plan is to be made effective when approved by the 
Board of Directors of this corporation. It is believed that the acquisition of this financial interest in the corpora' 
tion by those actively engaged in the Company's business will increase the morale and efficiency of our operating 
personnel. The sale of said debentures, as well as other matters mentioned in this report, will be submitted to 
the stockholders of the corporation for their ratification and approval at the annual meeting of the stockholders to 
be held July 16, 1936. 

Position in the Industry 

Your Company is the largest air transport company in the United States, operating more route miles than 
any other company. It transports each month more passengers than any other company and carries a large 
percentage of the total air mail and express poundage in the country. 

Territory Served 

American Airlines, Inc. directly serves fifty*three cities in twenty states of the Union. Fifteen of the twenty* 
nve largest cities in the United States are on the lines of your Company. Every city in the United States with 
a population of more than a million people is directly served by the lines of American Airlines, Inc. 

Such a vast potential sales field offers unlimited possibilities to a company which will earn its profit from the 
transportation of people and the carriage of cargo. Your Company is fortunate in the territory which it serves 
and that sales territory is one of the greatest assets possessed by American Airlines, Inc. 

New Air Express Contract 

On February 1, 1936 the officers of your Company entered into a contract with Railway Express Agency 
for the joint solicitation and transportation of air express. The effect of this contract will be to materially 
increase the earnings from air express during 1936. 

Air Mail Rate Case Pending 

Your Company has filed a petition with the Interstate Commerce Commission, seeking an increase in the 
amounts paid to the Company for the transportation of air mail. If the Company should be successful in secur* 
ing additional payments for the transportation of air mail, a reduction will be effected in the losses sustained by 
the Company in the performance of the air mail service. 


Excellent Spirit in the Field 

The accomplishments of 1935 would not have been possible without the fine spirit of initiative and coopera* 
tion which has been afforded all officials of the Company by members of the organization in the field One of 
the great assets of your Company is a fine corps of loyal and highly skilled men and women working for 
American Airlines, Inc. 

You Can Assist Us 

The stockholders of American Airlines, Inc. can be of immeasurable assistance to the employees and offi* 
cials of your Company. Travel on the lines of the Company, use the Air Mail, ship by Air Express, and over* 
look no opportunity of telling your friends and business associates about the service offered by American Airlines, 
Inc. For your convenience, one of our latest folders is enclosed, showing the routes now operated by the Com* 
pany, the schedule of departure and arrival of our airplanes, as well as the fares charged and service rendered. 
By using this service and suggesting to your friends that they do likewise, you will increase the business of 
American Airlines, Inc. and in so doing benefit this Company and yourself as one of its stockholders. 


Very truly yours, 


C. R. SMITH, President. 







AMERICAN AIRLINES, INC. 

CONSOLIDATED BALANC 


ASSETS 


CURRENT ASSETS: 

Cash in banks and on hand $ 229,685.97 

Accounts receivable— 

U. S. Government $247,336.72 

Other Air Line Companies and Agents includ¬ 
ing traffic and express balances 169,470.22 

Other trade 51,030.59 

$467,837.53 

Less: Reserve for doubtful accounts 13,401 75 

Inventories at cost, less reserve 
Indebtedness of employes 

Total current assets 


454,435.78 

636,989.72 

5,009.03 

$1,326,120.50 


FLYING EQUIPMENT, AT COST 

Less: Reserve for obsolescence and depreciation 

LAND, BUILDINGS AND OTHER EQUIPMENT, AT COST 
Less: Reserve for depreciation 

DEFERRED CHARGES: 

Prepaid expenses, insurance, etc. 

Other deferred charges 


$2,388,536.92 

891,513.40 

- 1,497,023.52 

$1,770,390.71 

287,683.69 

- 1,482,707.02 

$ 56,634.40 

21,402.73 

- 78,037.13 


$4,383,888.17 



















SID SUBSIDIARY COMPANIES 


IEET—DECEMBER 31, 1935 



LIABILITIES 



CURRENT LIABILITIES: 



Accounts payable and accrued expenses 

$ 423,336.71 


Accrued interest 

10,217.71 


Provision for state and local taxes 

6,387.48 


Total current liabilities exclusive of note payable below 


$ 439,941.90 

NOTE PAYABLE 4% DUE ON DEMAND 


3,136,664.03 

(Issued in connection with acquisition of original property and 
charges for use of same prior to date of acquisition; secured 
by general mortgage) 



UNEARNED REVENUE 


149,294.10 

(Representing prepaid passenger revenue under travel scrip 
plan) 



CAPITAL STOCK: 



Authorized—500,000 shares, par value $10 per share 

Issued—277,775 shares 


2,777,750.00 

EARNED SURPLUS (DEFICIT): 



Balance, December 31, 1934 

$1,371,391.91* 


Add: Net loss for year ended December 31, 1935 

748,369.95* 

2,119,761.86* 



Note: There are commitments for the purchase of aircraft 
and engines for delivery in 1936 amounting to 
approximately $2,550,000. 





$4,383,888.17 

♦Red. 










AMERICAN AIRLINES, INC 

and Subsidiary Companies 


CONSOLIDATED STATEMENT OF PROFIT AND LOSS 

FOR THE YEAR ENDED DECEMBER 31, 1935 


Operating revenue: 
Mail 

Passenger 

Express 

Other 


$1,999,246.12 

3,661,299.80 

99,719.67 

104,270.99 


Total operating revenue 

Operating expenses: 

Flying 

Ground 

Traffic 

Advertising and publicity 
General and administrative 


$5,864,536.58 


$3,136,630.72 

1,361,898.64 

481,672.41 

185,127.04 

275,672.87 


Total operating expenses, exclusive of 
depreciation 


5,441,001.68 


Other income: 

Profit on sale of property and equipment 
Other non-operating income 


$ 423,534.90 

$ 18,494.14 

9,044.99 

- 27,539.13 


$ 451,074.03 

Other charges: 

Interest on notes payable $ 61,758.54 

Other non-operating charges 19,592.23 

- 81,350.77 


Net profit before provision for obsolescence and depreciation $ 369,723.26 

Provision for obsolescence and depreciation 1,118,093.21 

Net loss carried to surplus $ 748,369.95* 


♦Red. 

















To the Board of Directors, 

AMERICAN AIRLINES, INC.: 

We have made an examination of the consolidated balance sheet of 
American Airlines, Inc. and subsidiary companies as at December 31, 
1935 and of the consolidated statement of profit and loss for the year 
1935. In connection therewith we examined or tested accounting records 
of the companies and other supporting evidence and obtained informa* 
tion and explanations from officers and employes of the companies; we 
also made a general review of the accounting methods and of the oper* 
ating and income accounts for the year, but we did not make a detailed 
audit of the transactions. 

The board of directors approved reductions, as of January 1, 1935, 
in depreciation rates on certain types of flying equipment to conform with 
current opinion of operating officials as to life of such equipment. The 
reduction in the provision for obsolescence and depreciation for the year 
1935 as a result of this revision amounted to approximately $233,000 com* 
pared to the basis used in the year 1934. 

In our opinion, based upon such examination, the accompanying 
consolidated balance sheet and related consolidated statement of profit 
and loss fairly present, in accordance with accepted principals of account' 
ing consistently maintained by the companies during the year under 
review, their consolidated position at December 31, 1935 and the results 
of consolidated operations for the year ended that date. 

Arthur Young 6? Co., 

Certified Public Accountants. 


Chicago, Illinois, March 11, 1936. 













